The study aims to investigate the causality relationship between Gross Domestic Product and its components with Tax revenues in developing countries as a case study in Palestine. This study based on an empirical approach using secondary data from Palestine monetary Authority during (1999)(2000)(2001)(2002)(2003)(2004)(2005)(2006)(2007)(2008)(2009)(2010)(2011)(2012)(2013)(2014). The findings exposed mainly that the tax revenues does not Granger Cause each of the Palestinian Gross Domestic Product, Government spending, Consumption, Investment and Balance of trade. In addition, researcher divided period of study into three stages according to changing in income tax act. Moreover, results shows that the impact of macro-economic variables on tax revenues and correlations between dependent and independent variables was changing from one stage to other. This paper concludes that the Palestinian authority should motivate investment conditions and improve the tax collection instruments and decrease the tax invasion. In addition, Palestinian government should rationalize the government consumption spending and increase the government expenditure for the development.
Introduction
Tax is an important fiscal policy for the states and its economy. The developed countries aim of the fiscal policy is to achieve the economic stability. However, the developing countries use taxes to achieve the economic development. The governments use taxes to raise the economic and productive efficiency of the state, by monitoring the economic resources and to exploit these recourses in full (Hijazi, 2001 ). In addition, the fiscal policy of the state supports the stability of the economy and determines the economic policies .the tax legislations effect the economy through the influence on the investment, consumption, saving, employment and inflation (AL-Mahaeni, 2003) . Meswadi and Almufleh (2015) , a research base on Jordan, finds the tax revenues in Jordan contributed to raise the Jordanian general budget more than the non-tax revenues and donations.
The British Mandate imposed income tax, for the first time in Palestine, in 1941 , under law no. 23 of 1941 . It was amended in 1947 law no. 113 of 1974 . After the Nakba war in 1948, the temporary law no. 50 of 1951 is completed, then law no. 12 of 1954. It was applied in the West Bank, but the applied law in Gaza Strip remained as it. In 1964 the tax law no. 25 issued, which added substantial amendments of the concept of income (Likhovski, 2010) . After the Israeli occupation in 1967, the taxes remained as it until 1975, when many of the tax laws is added for the value-added tax law in 1975; beside the amendment at the progressive income tax from 5.5% to 55%, and at the profits of the joint stock companies in the West Bank to 38.5% and in Gaza Strip to 37.5% times between 2005 and 2015. The most prominent amendment were at tax slides, tax exemptions, increase in the rates and amounts of some of the expenses which are excepted for the tax purposes, as well as the changing of the legal currency of the US dollar to the Israeli Shekel, and others.
It should be noted that Paris Convention gave Israel the right of levy taxes on the exported and imported goods, to compete the Palestinian Authority, which caused an economic problem because of the Israeli control at the tax revenue of the Palestinian Authority. This paper divides the time series of the study from 1999-2015 into three stages. From 1999 From -2007 From , from 2008 From -2010 From and from 2011 From -2014 . The tax modifications in 2007 and 2011 were crucial, nevertheless, it will be considered as remarkable stages within the time series in this paper. These stages classified base on the researchers' believe that it has a major changes and modifications in tax codes labeled to each one of the above stages.
The main purpose of this paper is to explore the impact of GDP and its components on tax revenues in Palestine over the time period1999-2014. From the main purpose of this paper, following sub-objectives have been derived.
 To investigate the impact of GDP on tax revenues in Palestine.
 To investigate the impact of GDP components on tax revenues in Palestine.
This paper consists of six sections as in the following: section (1) an introduction, section (2) the literature review, section (3) describes the hypotheses of the study, section (4) addresses methodology, section (5) presents the results and section (6) reports the conclusion and recommendations.
Literature Review
In this section, we demonstrate recent studies, which are related to impact tax revenues on GDP and its components (Government spending, consumption, investment and balance of trade). This section aims to allow the comparison between this paper's findings and the previous literature to make a conclusion.
Many studies argue the relationship between tax policy and the economic growth and how it could affect each one other. (Chigbu et al., 2012) examine the relationship between tax revenue and economy in Nigeria. (Muibi & Sinbo, 2013) analyze the level of economic growth that has impacted positively on tax revenue in Nigeria. The general conclusion is that macroeconomic instability and degree of economic activities are the main drivers of tax buoyancy and tax effort in Nigeria. The paper found that taxation is an important instrument to improve economic growth. (Canicio & Zachary, 2014) show that there is an independence between the economic growth and government tax revenues. The study finds that 30% speedier relationship of adjustment in the short run towards equilibrium level in the long run. (Brender & Navon, 2010) aim to test the relation of the GDP with tax revenues. The paper studies the uncertainty in predicting the tax revenue in Israel. The study shows that the long-run tax-revenue and GDP are elastic. (Hakim & Bujang, 2012) sate that the statistical evidence suggests that the total tax revenue to GDP ratio is higher in the high income countries compared with the low and middle countries. In addition to that (Mashkoor et al., 2010) show that saving causes the real GDP growth unidirectional and the direct tax to GDP ratio granger causes the real GDP growth significantly.
Government spending and tax revenues have been tested by several studies. Hafiz, 2006 points out those tax revenues are very important to underpin the general budget to cover public expenditures (Miswadeh & Al-Mofleh, 2015) . In addition, taxes is considered the main motive to control the economic activities. (Hussien, 2005; Nanthakumar et al., 2011; Taha et al., 2008) find a causality between government expenditure and tax revenues in there testing models. (Zortuk & Uzgoren, 2008) study the causality and long-run relationship between the government spending and tax revenues in oil exporting countries during 2000-2009 period. The study finds that the short-run and long-run government spending has a positive impact on taxation. Another study finds bidirectional causality between taxes and expenditures in five of G7 countries (Owoye, 1994) . However, (Al-Khulaifi, 2012) and (Mehrar & Rezaei, 2014) find unidirectional causality running from government revenues to government expenditure.
For the analysis of relationship between investment as an important element of GDP and tax revenues, many researchers test the relationship between investment and tax. Gentry and Hubbard (2000) provide evidence that www.ccsenet.org/ijef International Journal of Economics and Finance Vol. 8, No. 4; 2016 the progressive personal tax rate discourage risk taking. While Gordon (1998) finds low corporate tax rates encourage risk taking. Mahmood (2013) studies the impact of FDI and tax returns in Pakistan. The study considers the FDI and the GDP per capita in Pakistan. They find out a long run and short run relationships exist in the tax revenue model for both FDI and GDP per capita. Tzougaz (2013) examines the data related to tax revenues, private investment and real income for the period 1980-2011 using Granger causality tests. The study finds a short-run and long-run positive relationship between investment and tax revenues.
Another important element of macroeconomics is the consumption which is a part of this study to examine the relationship with tax revenues. (Aquash & Ojong, 2014) show that all the revenue allocations and generation in the local government council were inflexible (inelastic) with respect to consumption (VAT). Consumption considered as a major source of revenue generation for tax revenues and that more revenue could be generated with increase in consumption tax, than with decrease in consumption tax. Miki (2011) finds the results of regression show that the trend of aggregate consumption and real GDP growth per capita when the VAT rate is raised.
The last factor of this study is the balance of trade and its relationship with tax revenues. In this regard Slemrod (2004) observes for 100 countries at different income levels in four years focusing on net exports and on the potential dynamics of tax effects. The research finds a significant positive association between corporate tax revenues to GDP and trade intensity. Li and Murphy (2010) , finds the remarkable fall in imports could be an important consideration when explaining the fall in tax-revenue-to-GDP ratios that were observed in 2009, because in many countries, imports are a key component of the tax base. Thus, the paper finds that when import accelerates, tax revenues decline. Agbeyegbe et al. (2004) investigated the relationship between the tax revenue, trade liberalization and changes in the exchange rate. The paper suggests that trade liberalization and terms of trade exert have positively affected the total tax revenue.
Hypotheses of the Study
There is no interdependence among Palestinian tax revenues due to the GDP components. This hypothesis consists of five sub-hypotheses, which are: 
Methodology

Sources of Data
In this paper, the researchers uses the secondary data were published in the annual report-Palestine monetary Authority in 2008, 2013 and 2014. The time series data covered the time period from 1999 to 2014. The tax revenues are the independent variable, whereas the five selected variables which are classified as components of economic growth are independent variables (GDP, government expenditure, consumption, investment and balance of trade). e: error Table 3 shows that the null hypothesis (X variable follows the normal distribution) should be accepted for all variables except the investment where Alpha value is less than .05. Nevertheless, Pearson correlation test, simple linear regression, and the Granger causality test are the parametric tests are used in this research. 
Econometric Models
The Results
Descriptive Analysis
Testing the Normality
Empirical Results
In this section of the study, the researchers divide the time intervals into three stages. The stages classified due to the changes in income tax brackets in Palestinian Authority in these stages. Table 5illustrates the influence of independent variables on tax revenues in separated models using OLS method. The linear-regression hypothesis empirically confirm that each one of the Palestinian GDP, government spending and consumption has a significant positive effect on tax revenues. Whereas, it confirms that Palestinian balance of trade has a significant negative effect on tax revenues in Palestinian authority for the period from 1999-2007.Moreover, the equations (1), (2) and (3) show that the positive impact of GDP, government spending and consumption on tax revenues is significant with (p-value) less than 0.05 and with coefficients 0.570, 0.941 and 0.530 respectively. Equation (4), however, shows the negative impact for balance of trade on tax revenues with p-value of 0.05and with coefficient of -0.948. Table 6 represents the Person correlation coefficient between dependent and independent variables in the second stage between2008-2010.It shows that tax revenues and government spending are completely correlated in same direction (r = .999, p<0.01). Table 7 shows that the influence of government spending on tax revenues in Palestinian authority in period 2008-2010 is empirically confirmed. For other independent variables, there is no significant impact of all variables on tax revenues. Equation (5), furthermore, proves that the positive impact of government spending on tax revenues is significant with (p-value) less than 0.05 and high value of R square. Table 8 represents the Person correlation coefficient between dependent and independent variables in third stage between 2011-2014. In third stage of this study, Person correlation test shows that there is no relationship between tax revenues and all independent variables. Moreover, there is no significant correlation between independent variables (GDP, government spending, consumption, investment and balance of trade). Table 9 shows the impact of independent variables on tax revenues. The null hypothesis of linear impact for each of (GDP, government spending, consumption, investment and balance of trade) is tested but it is not empirically prove that p-value is more than 0.05. Vol. 8, No. 4; 2016 where(r = -0.630, p<0.01). Table ( 10) also shows GDP is positively correlated to government spending and consumption ((r = 0.646, p<0.01) and (r = 0.972, p<0.01) respectively. In addition to that, there is a positive relationship between government spending and consumption(r = 0.628, p<0.01). Table 11 shows the influence of each of GDP, government spending, consumption, investment and balance of trade on tax revenues in Palestinian authority in time series between 1999-2014. The impact of balance of trade on tax revenues is empirically confirmed. The impact of these variables is negative on tax revenues within the time series. However, for the other independent variables there is no significant impact of these variables on tax revenues. Furthermore, equation (6) is proved that the negative impact of balance of trade on tax revenues is significant with value p-value less than 0.01 and with error 0.682. 
Conclusion and Recommendations
This paper based to investigate the causality relationship between tax revenues and GDP and its components in Palestinian authority during 1999-2014 i.e. government spending, consumption, investment and balance of trade. The result indicates that tax revenues does not Granger Cause the Palestinian GDP, government spending, consumption, investment and balance of trade. In overall period results confirmed that the balance of trade negatively effect on tax revenues on tax. Moreover, in each stage, the impact of macroeconomic variables on tax revenues was changing from one stage to another. This confirms that the modifications on tax code affect the tax revenues in Palestine. In addition, the political environment purported to boom-recession cycle during the period between "1999-2015". The period from 1999-2001, from 2004-2006 and 2009-2015 Main finding in the first stage (1999) (2000) (2001) (2002) (2003) (2004) (2005) (2006) (2007) shows that there is a positive impact of each of GDP, government spending and consumption on tax revenues, this result supported by, whereas there is a negative impact of balance of trade on tax revenues. In second stage, testing hypothesis empirically confirmed the positive effect of government spending on tax revenues. It's very important to note that the Palestinian economy characterized as stagflation economy in this period. Moreover, the results point out, that there is no significant impact of GDP and its components on tax revenues in third stage. The deferent results in each stage are related to many reasons such as instability in political environment and changing in income tax act.
Eventually, the researchers recommend: (1) the Palestinian authority should motivate investment conditions, (2) improve the tax collection instruments and decrease the tax invasion, especially, inner C areas in west bank which characterized as shadow economy. (3) Rationalize the government consumption spending and increase the government expenditure for the development. (4) Taxes should focus on products that use of high-income groups.
